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TIVITY 
Continue s to show gradual improve- 
ment. Now at same level it occupied 
in January 1952. Will probably rise 


slightly for next several months. 





MORTG ‘TIVITY 
Th 1e big jump in September was oa best 
increase in more than 2 years. Is now 
higher than at any time since February 
1951. Increase will continue for sev- 
eral months, but probably at a much 
slower rate. 


RESIDE NTIA ONSTRUCTION VOLUME 
Now running ahead of the pace set dur- 
ing the first 9 months of 1951. 





NTIAL CONSTRUCTION COSTS 
Have moved up slightly because of wage 
increases. However, the trend dur- 
ing the past year has been slowly down- 
ward. 


SIDI LA EAL ESTATE VALUES 
Probably at all-time peak; average in- 
crease since Korean War may be 15 to 
18 percent. Indications are that they 
may turn down at any time. 
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As most of us expected, real estate activity has 
REAL ESTATE ACTIVITY undergone a slow improvement since the re- 

moval of Regulation X. The current reading of 
our national index is 32.6 points above the long-range computed normal. This is 
1.7 points above last month’s level and is exactly the same level it occupied in 
January of this year. This slow national recovery can be expected to continue 
for another few months, and real estate brokerage will be well above normal 
at least for another 6 months. 


City-by-city real estate activity continues to vary widely, with some showing 
substantial gains and others losing ground. Cf the cities making up our index, 
Oklahoma City; Portland, Oregon; and Springfield, Ohio, have shown the best 
gains during this year. To the other extreme are those cities where real estate 
activity has suffered the biggest drops since January 1952. These cities are San 
Antonio; Boston; and Hartford, Connecticut. 


We are in the process of revising our national real estate activity index. This 
must be done periodically in order to make allowances for population changes 
and to incorporate data from additional cities. Since we now gather real estate 
transfer information from 102 cities, the revision takes several weeks to com- 
plete However, you can look forward to seeing it in the November Real 
Estate Trends Bulletin. 





NATIONAL DISPOSABLE INCOME COMPARED WITH 
NATIONAL DEPARTMENT STORE SALES 



































The big increase in mortgage activity that oc- 
REAL ESTATE curred in September pushed our national index 
MORTGAGE ACTIVITY up 8.4 points. No doubt a sizable number of 

transactions were hanging fire awaiting the re- 
moval of Regulation X. Naturally, when *“X” was removed, this backlog of mort- 
gages had a lot to do with the big jump in mortgage activity. There seems to 
be little doubt that mortgage activity will continue to move up for a while. How- 
ever, now that secondary financing of new homes is once more legal, we expect 
a considerable number of second mortgages to be made. As you know, our mort- 
gage activity index is based upon the number of real estate mortgages recorded 
each month in 105 cities. We have no way of determining how many of these 
mortgages are firsts, or how many are seconds. Therefore, it is quite possible 
that future increases in our mortgage activity index may be the result of heavier 
activity in second mortgages. 


Although there has been a slight drop from the 1950 peak in the number of 
mortgages recorded, the total dollar volume has continued to rise. This, natur- 
ally, means that the average amount of each mortgage has also continued to 
rise. An all-time peak in dollar volume was reached in 1951, when the total 
recorded value of nonfarm mortgages of $20, 000 or less reached $16.4 billion. 
All indications are that 1952 will surpass this record total by a comfortable 
margin. Nearly all of this gain has been made in financing existing single- 
family residences, since both the financing of rental units and financing new 


sales units are somewhat below the 1951 pace. 


Chief beneficiaries of the increased mortgage dollar volume have been the 
savings and loan associations. During the first half of 1952, savings and loan 
associations, already front-runners in the home lending field, increased their 
dollar volume by 17% over their volume in the first half of 1951. During this 

(cont. on page 474) 


FIVE-ROOM BRICK RANCH HOUSE 
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(cont. from page 471) 
same period, the amount of home financing done by “individuals” also increased 
10% over the first half of 1951. On the other hand, the dollar volume of mort- 
gages acquired by insurance companies during the first half of this year was 
19% less than the amount acquired during the same period of 1951. 


While nonfarm mortgage activity has been rocking along at this brisk pace, 
foreclosures have continued to be low. Although low, they have been in a slowly 
rising trend during most of the time since 1946. According to the Home Loan 
Bank Board, nonfarm foreclosures totaled 10,453 in 1946. The number climbed 
steadily until 1950, when it reached 21,537. It has receded slightly since then, 
but through the first half ot thie year it was still moving at an annual rate of 
18,000. While this seems like a pretty formidable number, remember that the 
all-time peak reached in 1933 was over 250,000. Moreover, the foreclosure 
rate per 100,000 nonfarm families is only 5.3. 


Residents | construction volume during the first 
RESIDENTIAI 9 months .° 1952 enjoys a tissue-thin margin 
CCNSTRUCTION VOLUME over the s’ ae period of 1951. The totals thus 
far are 866, 800 units started through Septem- 
ber 1952. With Regulation X by the wayside, and magnificent building weather 


over most of the land, it’s a good bet that total volume of 1952 will exceed that 
of 1951 


rhose builders who suffered from Regulation X (and there are some who have 
not) have probably already experienced some boost in sales. We believe, however, 
that few of them will be fooled by this boost. Most builders realize that the high 
volume of the last 3 or 4 years will not last indefinitely. In some areas the con- 
struction boom is running through its last days and the smart builders know it. 
There is still ample time for most builders to avoid being caught with unsold 
houses. Only the uninformed or the unwary will be caught this time. 


One line on the chart on page 469 shows the cost 
RESIDENTIAI of building our standard six-room frame house 
CONSTRUCTION COSTS in the St. Louis area. Notice that inthe 6 to 9 

months following the outbreak of the Korean War 
the cost of this house rose almost $2,000. However, in the last 12 to 15 months 
there has been virtually no change. In fact, ever since early 1951, construc - 
tion costs have been relatively stable. 


One of the most difficult of all questions to an- 
REAL ESTATE swer is “What’s the real estate market doing?” 
SALES VALUES Now this will seem nonsensical to some brokers 
because they always know what the market is 
doing, and answering such a question is, to them, ridiculously easy. However, 
most brokers are pretty thoughtful, and spend a good deal of time reflecting on 

















the vagaries of the real estate market. For a number of years we have been 
trying to find some way to help them. We have tried various methods of devising 
a “real estate sales index,” or an index that would show changes in the selling 
price of real estate over a long period of time. We have even published some of 
our indexes and written about them at great length, because we believed they 
were the best tools we could put in the hands of our subscribers. We have also 
carried out exhaustive opinion-surveys covering the major urban areas in the coun- 
try, and have published the results of these surveys. In fact, the condensed re- 
sult of our latest survey is shown in the table on pages 472 and 473. The floor 
plan and picture of the brick ranch house are shown on page 471. The full report 
of this survey was published in the October 1952 Real Estate Analyst, and at that 
time had this to say: 


“All replies for each city were averaged with the exception of an occasional 
answer which was badly out of line with all of the other replies received. Throw- 
ing out these erratic answers made it impossible for any individual to affect the 
final result. 


“It is realized that in some cities the averages obviously indicate that the 
persons filling out the questionnaire did not have the same conception of the 
house we pictured and described as did those in other communities. Asa rule, 
however, in most cities the opinions of the various persons who answered our 
questionnaire were not too badly at variance. On the whole it seems to us that 
the replies we have tabulated here are fairly reasonable.” 


We will continue to publish the results of our opinion-surveys because we 
feel that they can be useful and informative so long as their shortcomings are 
kept in mind. 


Unfortunately, these opinion-surveys and the sales price indexes so far 
produced are not the final answer. However, we have been working for the past 
5 months on a new method. In other words, we will soon have a new and better 
sales index. The final refinements have not been made, but we can tell you that 
it will go back as far as 1920 and perhaps as far back as 1910. It is an index of 
the selling price of single-family residences in average to better-than-average 
neighborhoods. We can also tell you that this index shows an increase of about 
12% to 15% in the sales prices of this type home since mid-1950. It also shows 


that values are near an all-time peak and hints that a downturn may have set 
in. 


We will finish the work on this index in time for one of our November bul- 
letins. It will probably be described and discussed in Roy Wenzlick’s “As I 
See” Bulletin, but it will also be presented in your next Real Estate Trends 
Bulletin. While we believe that this index is the best we have been able to de- 
vise, it, too, has some shortcomings. However, we will continue to try to 
find ways to improve this new index or to build an even better one. 




















INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
(October 1952) 


SIX-ROOM BRICK HOUS 

(FRAME INTERIOR)* 
Content 23, 100 cubic fee 

1,520 square 

Cost 1939: $ 6, 40 

(27. 7¢ per cubic foot; § 21 per uare foot) 
Cost today: $16, 836 

(72.9¢ per cubic foot 8 per square foot) 


INCREASE OVER 


FIVE-ROOM BRICK VENFER HOUSE* 


mite : 


Cost 1939 
(21. 8 per 

Cost today 
98. 0¢ per 


INCREASE ¢ 


SIX-ROOM FRA 
Content 


Cost 1939 
23.4¢ per 
Cost today: $1 
(65. 5¢ per cu 
INCREASE OVE! 


6-ROOM CALIFORNIA BUNGALOW NO BASEMENT 


ubic feet 


square feet 
Cost 1939: $3, 392 
(28.0¢ per cubic foot 42 per square toot) 
Cost today: 39, U2y 
(74. 5¢ per cubic foot } ) square foot) 


INCREASE OVER 1939 


*Costs include full basemeiu. 











